Sample submission package for reporting issuance of Pension Obligation Bonds
to the State Controller's Office, Cost Allocation Plans Unit:

Date:

State Controller's Office

Cost Plans and Apportionments Section
P.O. Box 942850

Sacramento, CA 94250

Re: Klamath County Pension Obligation Bonds
Gentlemen:

Enclosed are the following documents that pertain to Klamath County’s 2004
Pension Obligation Bonds:

Attachment A; Bond Statement

Attachment B: Plan of Financing

Attachment C: Schedule 1, Klamath County Unfunded Actuarial Accrued
Liability as of XX/XX/XX

Attachment D: Schedule 2, Klamath County Estimated Savings due to
Issuance of POBs .

Attachment E: Receipt of Klamath County Employees’ Retirement System

Attachment F: Narrative on Methodology Used to Charge Departments for

Annual Debt Service

Attachment G: Calculation of Rates for POB Debt Service

Should you have any questions or additional documentation you can contact me
at XXX-XXX-XXXX

Sincerely,

Joseph D. Auditor
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NEW ISSUE FULIL BOOK-ENTRY
Taxable (Federal)
Tax-Exempt (State of California)

$35,175,000
COUNTY OF
TAXABLE PENSION FUNDING BONDS,
SERIES A
Dated: Date of Delivery Due: August 15, as shown below

The County o;_Taxable Penston Funding Bonds, Series . (the “Bonds’) are being issued in fully registered
form, and when issued, will be registered in the name of Cede & Co., as nominee of The Depository Trust Company
(“DTC"). "BTC will act as securities depository for the Bonds. Payments of principal of and interest on the Bonds will
be paid by C.5. Trust Company of California, N.4., as trustee (the “Trustee’), to DTC, which is obligated in turn to
remit such principal and interest to its DTC Participants for subsequent disbursement to the beneficial owners of the
Bonds. See “APPENDIX C - BOOK ENTRY SYSTEM.”

The Bonds are being issued pursuant to the Trust Adreement, dated as of December 1, 1997 (the “Trust Agreement’’)
between the County of (the “‘County”) and the Trustee, will be dated the date of delivery and will mature in
the years and amounts as set forth below.

Interest in the Bonds will be payable semionnually on February 15 and August 15 of each year, commencing
February 15, 1998.

The Bonds are not subject to optional redemption prior to maturity.

The Bonds are being issued to refund the obligation of the County to the mounty Employees’ Retirement
System (the “System”), evidenced by a debenture (the “Debenture’’) executed by the County in favor of the System,
and to pay the costs of issuance associated therewith. Pursuant to the County Employees Retirement Law of 1987, as
amended (the ‘“‘Retirement Law” ), the County Board of Supervisors is obligated to appropriate and make payments to
the System for certain amounts arising as a result of retirement benefits accruing to members of the System and their
beneficiaries. In respect of such statutory obligation, the County has executed the Debenture. The Debenture and the
Bonds are absolute and unconditional obligations imposed wpon the County by law and enforceable against the County
pursuant to the Retirement Law and are not limited as to payment to any special source of funds of the County. See
“PLAN OF FINANCING" herein. ’

Payment of the principal of dnd interest on the Bonds when due will be insured by a municipal bond insurance policy
to be issued by Ambac Assurance Corporation simultaneously with the delivery of the Bonds.

Ambac

THE BONDS DO NOT CONSTITUTE AN OBLIGATION OF THE COUNTY FOR WHICH THE COUNTY IS OBLIGATED
TO LEVY OR PLEDGE ANY FORM OF TAXATION OR FOR WHICH THE COUNTY HAS LEVIED OR PLEDGED
ANY FORM OF TAXATION. NEITHER THE BONDS NOR THE OBLIGATION OF THE COUNTY TO MAKE
PAYMENTS WITH RESPECT TO THE BONDS CONSTITUTES AN INDEBTEDNESS OF THE COUNTY OR
THE STATE OF CALIFORNIA, OR ANY OF ITS POLITICAL SUBDIVISIONS, IN CONTRAVENTION
OF ANY CONSTITUTIONAL OR STATUTORY DEBT LIMITATION OR RESTRICTION.

MATURITY SCHEDULE*
$6,430,000 Serial Bonds

Maturity Principal Interest Price or Maturity Principal Interest Price or
(August 15) Amount Rate Yield (August 15) Amount Rate Yield

2000 . # 225,000 6.10% 100% 2004 $1,060,000 6.35% 6.40%

2001 880,000 6.20 100 2005 1,180,000 6.40 6.44

2002 985,000 6% 6.28 2006 1,205,000 63 6.42

2008 995,000 6.30 6.33

$2,655,000 6.45% Term Bonds due August 15, 2008 @ 6.46%
$6,490,000 6.66% Term Bonds due August 15, 2012 @ 100%
$8,480,000 6.72% Term Bonds due August 15, 2016 @ 100%
$11,120,000 6.82% Term Bonds due August 15, 2020 @ 100%

No attempt has been or will be made to comply with certain requirements relating to the exclusion from gross income
for federal income tax purposes of interest on the Bonds. In the opinion of Bond Counsel, based upon an analysis of
existing laws, regulations, rulings, court decisions and the California Constitution, interest on the Bonds is exempt
from present State of California personal income taxes. No opinion is expressed as to the exclusion from gross income
for federal income tax purposes of interest on the Bonds or regarding any other federal or state tax consequences
relating to the accrual or receipt of interest on the Bonds. See “Tax Matters’’ herein.

THIS COVER PAGE CONTAINS INFORMATION FOR GENERAL REFERENCE ONLY. IT IS NOT INTENDED TO BE .4
SUMMARY OF THE SECURITY OR TERMS OF THIS ISSUE. INVESTORS ARE ADVISED TO READ THE ENTIRE

OFFICIAL STATEMENT TO OBTAIN INFORMATION ESSENTIAL TO THE MAKING OF AN INFORMED INVEST-
MENT DECISION.

The Bonds will be offered when, as and if issued and received by the Underwriter, subject to the approvel as to their

legality by Orrick, Herrington & Sutcliffe LLP, Los Angeles, California, Bond Counsel, and certain other conditions.

Certain legal matters will be passed wpon for County by the County Counsel. It is anticipated that the Bonds will be
( available for delivery through the DTC book-entry system in New York, New York, on or about December 4, 1997.

MORGAN STANLEY DEAN WITTER
Dated: November 19, 1997

AT7B cHreNT #.
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PLAN OF FINANCING

The bonds are being issued for the purpose of refunding the Debenture and the
obligations of the county with respect to the retirement benefits represented
thereby. the Debentures evidences the County’s current Unfunded Accrued
Actuarial Liability (UAAL) to the System. Upon the issuance of the Bonds, the
proceeds of the Bonds will be deposited with the Trustee. The Trustee will
transfer to the System the portion of the proceeds of the Bonds equal to the
principal amount of the Debenture, to refund the Debenture and the obligation
represented thereby. Such proceeds will be invented by the System in
accordance with its stated investment policy. The balance of the proceeds will
be remitted to or, upon the order of the County applied to pay costs of issuance
of the Bonds.

As a consequence of the transfer of proceeds to the System, the County
anticipates that it will be relieved of the obligation to make the annual payments
to the System with respect to its current UAAL that, over time, would have
amortized such liability. The currently estimated schedule of such payments has
a remaining term of 23 years and 7 months, at an amount equal to $X, XXX, XXX
in each fiscal year. The amortization schedule for the Bonds is similar to the
amortization schedule for the County’s current UAAL. The most recent actuarial
analysis of the System, which estimated the County’s unfunded pension benefit
liability to the $XX, XXX, XXX as of XX/XX/XX, assumed and X% discount rate,
reflecting a anticipated reinvestment rate on the System’s investment portfolio.
Andy change in the actuarial assumptions underlying the calculations of the
unfunded liability doe to a reduced reinvestment rate on the System’s investment
portfolio could minimize or negate the advantages to the County of prepayment
of its unfunded pension benefit liability. In additions, the unfunded liability may
be affected by certain other factors, including, without limitation, inflationary
factors, changes in statutory provisions of the Retirement law and changes in the
levels of benefits provided or in the contribution rates of the County.

ATTACHMENT B
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RECEIPT OF THE KLAMATH COUNTY
EMPLOYEES’ RETIREMENT SYSTEM

The undersigned, , Administrator of the Kiamath County

Employees’ Retirement System ( the “System”), hereby acknowledges on behalf
of the System, receipt for the county of Klamath (the “County”) of the date thereof
of the amount of $XXX, XXX, XXX in payment of that certain Debenture , dated
XXIXX/XX (the “Debenture”), executed by the County in Favor of the System,
evidencing the amount of Unfunded Accrued Actuarial Liability of the County to
the System as of XX/XX/XX, and the undersigned hereby acknowledges that
such amount received is in full satisfaction of and payment for the amount owed
by the County pursuant to the Debenture, and that the Debenture has been

discharged.

Dated: XXIXXIXX

Klamath County Employee’s Retirement
System

By

ATTACHMENT E



NARRATIVE ON METHODOLOGY USED TO CHARGE
DEPARTMENTS FOR ANNUAL POB DEBT SERVICE

The method to be used to determine rates to charge POB debt service to
departments is to:

1. Determine the amount of debt service attributable to each employee category,
general and safety, based on the actuarially determined split for the UAAL that
was funded by this POB.

2. Determine the rate for each employee category by dividing the portion of debt
service attributable to safety and general, by the estimated safety and general
salaries, respectively.

3. Apply the safety rate from above the safety salaries and the general rate to
the general salaries.

4. When calculating the POB rates in each subsequent year, adjust that year's

debt service amount for any variance from the prior year’s rates, thus assuring
that the proper amounts are applied over the life of the POB.

ATTACHMENT F



UAAL
As percent of total

Year 1

KLAMATH COUNTY
CALCULATION OF RATES FOR POB DEBT SERVICE

Year 1 Debt Service
year 1Payroll

Year1 POB Rate
Actual Collections

Over/Under Charged

Year 2

Year 2 Debt Service
Plus Over/Under
Total to charge out
Year 2 payroll

Year 2 POB Rate
Actual Collections

Over/Under

Attachment G

Total General Safety
$74,949,861 $56,212,396 $18,737,465
100.0000% 75.0000% 25.0000%
$2,337,578 $1,753,184 $584,395
1.00000 0.75000 0.25000
$59,365,403 $47,492,322 $11,873,081
0.03692 0.04922
$2,295,742 $1,698,421 $597,321
$41,836 $54,763 -$12,927
$2,313,053 $1,740,159 $572,894
1.00000 0.75000 0.25000
-$41,836 -54,763 12,927
$2,271,218 $1,685,397 $585,821
$60,893,775 $48,352,451 $12,541,324
0.03486 0.04671
$1,688,458 $584,874
-$3,061 $947



